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SUB J : FRENCH VALUE-ADDED TAX ON ASCAP 

REF: STATE 48575 

1 . BACKGROUND MATERIALS THIS SUBIECT FORWARDED E. J. 
BEIGEL, EUR/WE, UNDER COVER HARLAN LETTER DATED 
FEBRUARY 25, 1977. THESE MATERIALS INCLUDED A COPY OF 
THE KLIMKIEWICZ-KERLAN LETTER, TO WHICH NO RESPONSE OR 
REACTION RECEIVED AS YET. (NOT SURPRISING, SINCE KERLAN 
HAS BEEN AWAY FOR MUCH OF THE TIME SINCE LETTER SENT.) 

(WE RATHER DOUBT THAT HE WILL REPLY IN ANY CASE.) 

2. A SURVEY OF OTHER DIPLOMATIC MISSIONS IN PARIS HAS 
REVEALED GENERAL UNAWARENESS OF PROBLEM WITH EXCEPTION 
BRITISH AND SWEDES. BELGIAN, DUTCH, GERMAN AND ITALIAN 
ECONOMIC COUNTERPARTS IN RESPECTIVE EMBASSIES ALL 
PLEADED IGNORANCE. DUTCH ECON MINISTER SUBSEQUENTLY 
PHONED BACK TO SAY HE HAD GOTTEN IN TOUCH WITH DUTCH 
EQUIVALENT OF ASCAP (BUMA) AND HAD LEARNED THAT THEIR 
FISCAL CONSULTANTS WERE EXAMINING VAT PROBLEM, ABOUT 
WHICH BUMA IS UPSET. HE NOTED THAT AT MEETING OF 
INTERNATIONAL FEDERATION OF SACEM IN PARIS ON MARCH 23- 
24, THIS PROBLEM WILL BE ONE OF MAIN TOPICS ON AGENDA. 
MEANWHILE, HE SAID, ALL SISTER SOCIETIES WITHIN EEC ARE 
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REPORTEDLY CONSULTING UNDER BELGIAN LEADERSHIP IN HOPE 
OF GETTING AGREEMENT ON AN EEC POSITION. ITALIAN ECON 
MINISTER PHONED BACK TO SAY ITALIAN SOCIETY FACED A 
THREE MILLION FRANC BILL FOR BACK VAT AND WAS MOST 
CONCERNED. UK ECON MINISTER WAS AWARE OF VAT PROBLEM, 
BUT SAID BRITISH GOVERNMENT HAS AS YET NOT DECIDED 
WHETHER TO MAKE ANY REPRESENTATIONS. SWEDISH EMBASSY'S 
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LEGAL ADVISER HAS BEEN VESTED WITH THIS PROBLEM FOR SIX 
MONTHS AND HAS BEEN IN FREQUENT TOUCH WITH MINISTRY OF 
FINANCE. HIS VIEW IS THAT, AT PRESENT, GIVEN SACEM 
LETTER OF FEBRUARY 28 (SEE PARA 4 BELOW), BEST POSTURE IS 
TO WAIT AND SEE WHAT MINISTRY OF FINANCE DECIDES. 

3. FEBRUARY 17 MEETING OF ASCAP AND BMI ATTORNEYS WITH 
EMBASSY OFFICERS MENTIONED REFTEL WAS BASICALLY A BRIEF- 
ING BY ATTORNEYS ALONG LINES OF BOYD-ALDRICH LETTER OF 
FEBRUARY 3 (COPY SENT BEIGEL FEBRUARY 25). MEETING HAD 
BEEN HURRIEDLY REQUESTED BY ATTORNEYS WHEN THEY LEARNED 
THAT SACEM HAD FINALLY OBTAINED AN APPOINTMENT FOR THE 
FOLLOWING WEEK WITH MINISTRY OF FINANCE REPRESENTATIVES 
AND THAT IT MIGHT BE USEFUL FOR EMBASSIES CONCERNED TO 
MAKE THEIR INTEREST KNOWN. WE SAID THAT WHILE WE DID NOT 
BELIEVE WE WERE YET IN POSITION TO MAKE REPRESENTATIONS, 

WE WOULD BE HAPPY TO MAKE INQUIRIES OF MINISTRY OF 
FINANCE, SAYING WE HAD JUST LEARNED OF PROBLEM AND WOULD 
APPRECIATE BEING INFORMED ABOUT PRESENT STATUS OF CASE. 
THEREAFTER IRS REP KLIMKIEWICZ WROTE TO HIS OPPOSITE 
NUMBER ON TAX SIDE REQUESTING CLARIFICATION; EMBASSY 
FINANCIAL OFFICER CALLED CHEF DE CABINET AT MINISTRY OF 
FINANCE ASKING THAT WE BE KEPT INFORMED OF DEVELOPMENTS 
IN CASE; AND ECON MINISTER MENTIONED THE QUESTION TO 
OFFICER CHARGED WITH ECONOMIC/COMMERCIAL AFFAIRS AT 
ELYSEE. 

4. NO CLEAR INDICATION OF LIKELY FINAL OUTCOME HAS BEEN 
RECEIVED DIRECTLY AS RESULT OF OUR INQUIRIES. WE ARE 
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TOLD, HOWEVER, THAT THE SACEM MEETING AT THE FINANCE 
MINISTRY ON FEBRUARY 28 WITH CHEF DE CABINET AND 
OFFICIALS OF THE DIRECTION GENERATE DES IMPOTS (DGI, 

DIRECTOR GENERAL OF TAXES) WAS ON BALANCE POSITIVE, WITH 
DGI AGREEING TO POSTPONE THE COLLECTION OF BACK TAXES SO 
AS TO PERMIT THOROUGH RECONSIDERATION OF THE ISSUE, WITH 
POSSIBILITY OF PARTIAL OR COMPLETE FORGOING OF BACK 
PAYMENTS. IN LETTER DATED FEBRUARY 28 THE SACEM 
DIRECTOR-GENERAL INFORMED THE DIRECTORS-GENERAL OF THE 
VARIOUS FOREIGN SOCIETIES CONCERNED OF HIS MEETING AND 
URGED THEM TO ENCOURAGE FORMAL DIPLOMATIC REPRESENTA- 
TIONS TO THE MINISTRY OF FOREIGN AFFAIRS. 

5. WE HAVE BEEN ADVISED BY ASCAP ATTORNEY THAT PAUL 
MARKS, PRESIDENT, ASCAP, PLANS TO BE IN PARIS NEXT WEEK 
TO ATTEND SACEM MEETING, AND WE EXPECT COMPARE NOTES 
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WITH HIM THEN. ASCAP ATTORNEY ALSO REPORTED THAT FRENCH 
LAWYER REPRESENTING GERMAN SOCIETY SAYS SACEM HAS MADE A 
HASH OF THIS MATTER AND THE FOREIGN SOCIETIES ARE GOING 
TO HAVE TO GET TOUGH AS A GROUP - AND WITH SACEM. THE 
MEETING NEXT WEEK SHOULD BE A LIVELY ONE. 

6. EMBASSY VIEW IS THAT THIS MATTER IS MOVING FORWARD 
SATISFACTORILY AND IT IS UP TO THE SOCIETIES TO MAKE 
THEIR CASE, NOW THAT A HEARING WITH THE DGI HAS BEEN 
ASSURED. WHILE WE HAVE ALREADY MADE OUR INTEREST KNOWN 
TO THE GOF, WE HAVE MADE NO FORMAL REPRESENTATIONS TO THE 
MINISTRY OF FOREIGN AFFAIRS. 

7. ADVICE REQUESTED AS TO WHETHER DEPARTMENT WISHES SUCH 
REPRESENTATIONS TO BE MADE. WE WOULD BE INCLINED TO HOLD 
THIS STEP IN RESERVE, WAITING TO SEE HOW SITUATION 
DEVELOPS, NOW THAT A GENUINE DIALOGUE SEEMS TO HAVE BEGUN 
BETWEEN SACEM, THE FOREIGN SOCIETIES, AND THE DGI. 

8. INCIDENTALLY, WE BELIEVE ATTORNEYS WITH WHOM DEPART- 
MENT REPS MET ON FEBRUARY 24 IN WASHINGTON WERE STEPHEN 
BOYD AND IOHN CRAWFORD (NOT CHAMBERLAIN) OF PARIS BRANCH 
OF SURREY FIRM, REPRESENTING ASCAP. 

GAMMON 
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